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SECTION I. SUNMARY OF TRENDS AND DEVELOPMENTS

The Danish commitment to tuild tankers for the USSR under the ternms
of a 1948 trade agreement may be avoidod as & result of Seviot refusal te
permit inspection of tho steel for the progrom. ({(Item No. 1, A)

Ko weakening of its port c¢lesure policy should be inferred from the
Hationalist decision to allow the US cerge ship SIR JOHN FRANKLIN to do-
part from Shanghai., The Chinese Minister of Foresign Affsirs has infomed
the US Charge d*Affaires at Hong Xong that special permission was given
only at the request of the US Government sad should not be considered
as esteblishing o precedent. . (Item No. 2, B)

Recent efforts of the Chineas Communists to acquire rails abroad
indicate that they wish to commence the rehebilitation of their rzilway
system immediately, regardless of the drein on their limitsd foreigm

" exchehge rescurces, (Item No. 3, B)

A mow railromd iink comnectiag the provinece of Assam with the port
of Calcutta by a route ontirely within Indian territory hes been come
pleted some three montha shead of schedule. This dovelopment hes re-
sulted from the partitiecning of Bengal which placed & large portion of

\ the former Bengal Assam railwey in East Pekisten. (Item No. 4, ()

Eestitution of foreign rolling stock still held in Western Germany .
may soon be carried out. Recent comsideration of the problem hy Britien,
french and US occupational authorities has revealed general agroement thmt
the improved operationel efficiency of the Gorman reilwsy system,ns evie-
denced by the recent handling of the hervest traffic nnd goneral reduction
of the turn-around time for freight cars,now make restitution possibloe
without endenpering the German econcmy. {Itom Fo. 5, B)
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. The Assistant lenary Attache of the Soviet Embassy in Ottawa
is apparently showing an active interest in current transportation dae
velopments in Cenadae's western provinces., (Item Fo. 6, C)

L

Prosent indications are tizt Western Germeny may be included in the
Intcrnetione) Customs Convention on Touring Commoriocal Road Vehicles and
Internetionsl Iransport of Goods by Rood, signed in Genewn on 16 June

. 1942 by various Buropean ECE representatz.vas and now awaiting ratificas
tion by their respective govermments, {Item Ho, 7, B)

Ip the ovent thet Cgechoslovakia acquires four-engine air travsports,
their operation on scheduled services to tho Near Bast con be prohibited
only if a common policy is maintained by the tiediterraneen countriovs over
which such flights would teke plece, Defection by cny one of these
countries would provide an opening of which Crechoslovakia v-ould auickly
take rdventege. ., {Item Ko. 8, A)
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SECTION 11, CORRERT DEVELOFWMFNTS

SURFACE TRANSPORTATION

1, The Denish commitment to build tankers for the USSR under tho torms
of & 1948 trade sgroement may be avoided as a result of Soviet refussl to
permit ipspection of the steel for the program. The agreement called for
the USSR to supply ship plates for three tankers, smong other vessels,

The Scviet Unicon, however, has refused to sllow entry to s Dsnish ghipe
builder, who c ontracted to build cne of thase temkers and five othor
vessels, and wished to inspsct the steel prior to its delivery to the
shipyards in Denmark., (This may have been sn attempt to force the Danes
to supply steel, now in tight supply in tho USSR.) Pollowing this refusal,
the shipbuilder undertoolt to supply the requirsd stesi {rom other sources.

The Department of State hes instructed US Embassy. Copenhagen, to
solicit Denmark's agreement to refrain from building temkers, which the
US has ¢lassified 2~4 on its list of prescoribed export items {or sither
Soviet or Satellite purchasers, With respect to the USSR, the inspection
difficulties provide a possible basis for Danish action to mullify its
tanker commitment. The Department has suggested tbet the US would have
little objection to & compensatory increase in dry cargo ship construction
for the USSR, although other compensating exports would be ¢ven more
preferable, A Danish commitment to the US aslong the foregoing lines may
also balk Pelund's present efforts during trade talks with Demmark to con=
tract Jor the construction of four largs, ocean~going tankers, This would
be particularly advaentageous, in view of the denger thet Polund migh$
transfer such vessels to the USSR, This possibility is suggested by the
re;ent sale of Polish passenger vessels to the USSR (see D/Tr Weckly No.
85). ’

Although a substantial cargo ship program would obriously increaae .
the occean-going transport potential of the USSR, such tonnage would be of
much less walue to the Soviet Union than would even a few fast modern
tankers. T%The USSR's repeated efforts Lo acquire tonkers from other
European shipyards suggest tlat tanker toannge constitutes the mejor shorte
age in the Soviet ocesn=-going ficet. (At present the USSR'c ocenn~going
topker tonnage ranks fourteenth inworld tanker flests, totaling only
127,000 gross tons as of 30 Junme 1949,) Horeover, the recent Soviet
chartering of US and other foreign-flag tankers to supply its petroleum
needs in the Par East indicates current inebility to meet its petroleun
transport needs {see D/Tr Weekly No. 91). If the USSR were to acguire four
vessels oquivalent to the US T-2, the i{enker {leet would be incrensed by
only 40,000 gross tons, but the Trans«Sibsriga rajilroad would be relieved:
of some of the etrain under which it now operates, (Secrot)
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Ho weekening of 1t8 port closure policy should be inferred fro: the
Nationalist decision to ellow the US cargoe ship SIR JOHN FRANKLIF to de-
part from Shanpghai. The Chinese Minister of Foreign Affeirs has inlormed

~ the US Charge d*Affaires at Hong Kong that special psrmission was given

only ot the request of the US Govermment end should not be comsidercd sa
establishing a precedent, The Hinister, furthermore, requests the Inbessy
t¢ take steps to warnm the vessel's operator, Isbrandisen, egeinst repetition
of past attempts to violate the closure order by sending ships into
Shanghai.,

Heomvhile, both the Fer Baustern reoressntative of Isbrandtsen and the
line's Shanghail agent now balieve that it would be unwise to attemnt
further entrles into Shanghei under present conditions. The basiz for
thoir atiitude 45 not known, but it is unusuel in tht it apparently con-
flicts with that of the US home office. - In &ll probability the represen-
tatives realize that, despite US protests, tne Nationelists may ataﬂd\firm
on their closure policy in the fulure, snd that movements into Shanzhai
will become increasingly dangerous, . (Confidentinl) :

Rocent efforts of the Chinese Communists to soguire reils abroad
indicate that they wish 5 commence the rehabilitation of their reilway
systen immediately, regardless of the drain on their limited foreign
exchenge resources, '

An atiempt to resolve the railwey problem with domestic resources heg
resulted in the restoration of most lines, tlthough msny of thess are
capeble of handling only light traffic. In this restoration, the Commu~
nists have been forced to utilize rails token from s1ldings and yards,
from the second Yreck of double %racked lines, and from gn abandened
dapencse militaery reilroed between Peian snd Heihe in north Manchurie,
Although an order wae plmced with the Northwest Irop and Steel Company
at Taiyuen for "large quantities™ of rails and other track materisls,
the capsbilities of this. plani are reletively limited. The steel plsnts
in Manchuria, dorecver, have been dismentled, p

1% is not positively confirmed that the Communistecontrolled rails
roads of Chine have received any rail meterial from abread. Besports to
tho effect that about 300 miles of reil have been delivered from the USSEK
to Manchuria moy refer to nothing more than the reallocation to these
lines of reils which were removed from them sfter tha Japanese callapse,
1o any cese, the Chinese Communiats are kmown to have negotiated for
lerge quentities of rails from both Gsrmeny and Japan. To Wisst (erman
companies have been approachsad by a London Cirm to supply 75,000 toas of
85-pound rails for the Chinese Communists. The orders have baen held up,
however, at the request of the US State Department. A Tokyo metal firm
hes alsobeen asked to supply 65,000 tons of reils and 16,000 tons of rail
laying materials to the same customer. This order, however, has likewise
encountered delays in obtaining SCAP approval. Confidential)

CONFIDENTIAL

Declassified in Part - Sanitized Copy Approved for Release 2013/05/22 : CIA-RDP78-01617A005000010142-8
. e




'Ijéclaésified in Part - Sanitized Copy Approved for Release 2013/05/22 : CIA-RDP78-01617A005000010142-8

COﬁﬁ%ENTEA.

A new rnilroud link conmnecting the province of hssem with the port
of Calcutia by a route entirely within Indiem tsrritory hes been com-
pleted some three months ahead of schedule~ The new line is aboub 145
miles long and connegts Fekiregram on the existing Assem reilway line
with the Alipore depot, south of Calcutta, The now track runs through
West Bengel, Bihar and Cooch Bohar inm order te aveid catoering Easti
Pakisten territory. This dovelopment has resulted from tho partiticning
of Bengal which placed a large portion of thae former Hengal Assam reile
way in East Pekistan, ‘

Since partition in August 1947, it bhes been necessery to move goods
&nd pessengers from India's {rontier province of Assem to the rest of
-ndian territory by means of the Esst Bengal Railway of Pakictan. Thia
+ailroed hes been the principal route for delivering cargoes of Jutc and
tea from Assem to Calcutta anéd from thers to the markets of the worid,
The existence of so large a portion of the reilrowdls- track within
Pakistan has given Pakistan authorities a degres of centrol cwor the
movenment of tea shipments considored undesirsble by the Indien tea
industry. :

The desirability and necossity of constructing an 2ll-Indian reil
route was immedietely eppareant to the Covernment of Indis end ids Reile
way Board, which late in 1947 suthorized the construction of the Assan
Rail Link Preject, According to press dispatchoes, goods traffic was to
commence over the entire distanco of the new line on 9 Decomber with
formal opening of the line for both passenger and goods traffic to teke *
place on 26 Jenuary 1990, when the country celebretes the imsuguration of
the Indian Republig. {Restricted)

Rostitution of foreign rolling stock still held in Western Germsay
may soont be carried out. Recent consideration of the problem by British,
French and US occupational euthoritise heg revealed general agrenmert
that the impi'oved operatiomal officiency o2 the Germon railwey system,
as cevidenced by the recent handling of the harvest traffic and zenzral
reduction of the tarn-around time for freight cars,now make restitution

possible without endangering the Garmen economy.

Subject to explicit reservetions in favor of foreigu countries which
mAy be entitled to reparation or compensetion through & future Germen
peece treaty, the occupational suthorities are studying the fesaibility
of negotiating and implementing jointly such agreementa between Western
Germeny end other countries whose rolling siock it still ip @Western
Germany, or countrios which are holding Reichebahn equipmant, The cccu=
pational authorities will probably insist that egreements moking final
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digposition without compensation, must dispose of all of the rolting
stock in Western jermany belonging to any given country im such o way .
that there will 7e no unliquidated claims of this type agsinst Gemmany.

The ugreernts would probably carry warying conditions ®with
respect to the differont categories of eguipmemt. Preipht cars cemed |
by railways, -hether serviceable or unserviceable, and passenger equip- '
ment, lugzas. vens and locomotives im servicaable conditiom will prob-
ebly be ex::angod on & one~forsone, g8ilefor=-nll, or squnl wvalue from
ench side. Unserviceable roliing siock in the labter three catapgories
and privet:ly-ovmed rolling stock and equipment not otherwirc covered
will probwdly be returned without compensation.

elly precsed =long these lines should result in substentisl reduciion and
wozcible so%al elimivstion of foreign roliing steck still held in Usimeny
during 1'30.  {Confidential) '

€. The Assistent Military Atteche of the Soviet Fabagsy in Otiawa ia
epparont y showing an aciive iuterest in current transportation dovelaopm=
menbs in Cauade’s western provinces. These projects are designed to
provido -ail connections and improve highway linka bhetween the US and
Alaske {iee D/Tr Weokly Bo. 89}, According to the publishsr of the
“Rlaska lLighway Hews'"at Fort St. Jchn, the Soviet Atische not only a a
subgeritior to this weskly pewspaper, but is jethering newspapors f'ron
¢thar aarthern peints in the Highway aren. {Rectricted; {

7. Prosont indications are that Westera Germany moy be included im the '
Invernaiional Customs Gonvention on Touring, Commoerciel Roed Vohiclen
end Intemmationnl Pranspert of Goeds by Read, signed in Geneva on 16
dJune 1945, by vnrious Buropsan ECE represcntatives apd now ewaiting

ratificetion by thoir respective govermments.

The US doleration in Genewa, although not reprosenting a contraocting
government, favers the inclusion of Vestsrn Gormeny and indicates thab
tho German Goverment, having instituted changes in official regulotions

in order to coufrm Yo the convention'e provisions, aleo deeiren to Le-
come a party Lo ‘he agreoment,

|

|

Article V1 «f the Conventicn providas for signeturo or cccession
only by those gerermaents "invited to %ake part in prepsration of drafi
conventions” sn- thus exeiudes Wostern Gornany. Hovover, Article 1I 2,
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providing specifically for occupied aress, stetes thal n "contract. i3
government may at any time, by notifiocaticn to UN SYG, declare thst tio
present sgreemeut shall extend to any of the other territories for which
it has international responsibilisy.” -

The ECE Secretariat has atated that, so far as the UF is concarned,
inclusion of Western Germany can be eccomplished lepally by notificntion
to the UN by the French or British Govermmente that the agreesent
axtends to Western Gemeany, The British are now considering consulian-
tion with the Allied Cormission, Germany, with o view 4o reporting %o the
UN en agreement among the three occupying powers to this effect,

CIVIL AVIATION

In the eveni that Czoechoslovaikia acquires four~engire air transports,
their oporaiion on scheduled Servicos to ne Near Bant «on be prohibitsqg
oaly if a common policy is maintained by tho Mediterraneaun countries over
which such flighta would take place. Dsfection Yy eny ons of these
countries would provide an opening of wnich Czechoslovnlkia would quickly
tske advantage,

Numerous reports emanzting from the Greek Exbessy at Prague have
concerned the efforts of Crechoslovel Sirlines {CSA) to cbtein modern US
air trensports, These reports have been accopited with some reserse by
US officiales, because it was felt thet they have been partly inspirud by
the Charge's desire to promote & chenge in Greok aviotion policy toward 50%1
Czechoslovakia,
now secms to bear out these warnings that agents in Switzerland ere pre~
pared to sell the Czochoslovsks long-range air equipment. In conversa-
tion with Genoral Stancvsky, Cbief of the Czechoglovak Ministry of Trans.

P fos s . 50X1
pert¥a Aviation Division, | learncd that the
Goneral "confidently” expects to purchase four US four-engine tramsports
in Switzerland, .

Concern of the Greek Charge at Pregue over his countryis position

- vis-n-vie Cnechoslovakia, ss & result of Creck denial of landimg rights

at Athens for Czochoslovak Lirlines {C34), has caused him to report all
rumors affecting developments which might permit modification of Grask
obligations Vo deny repeeted Czechoslovak overtures on this ecoro,
Believing thet his government has borue the principel burden of imple-
mepting US-UEK Satellite eviabion policy in the Meditorrancan te the
detriment of its trede relations with Czechoslovakie, the Chergoe épparently
is attempting to show that this prime responsibility should aow bo phifted
to Itely becmtise, with new long-rsnge aireraft, CSA could by-pass Athens
from Rome en route Lo the Rest, '
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The ebility of CSA to fly non-stop £rom Roms to Lydda would not of
itself insure the granting by Italy of the necessary treneit rights to
the Near East. CSA, in fsct, has beon domied the ripght to traneit Ttaly
on the ground that tho airlibe has no Specified terminal point beyond
Italy to justify such operations. (A refusel of %ransit rights over
Turkey by CSA was based on similer grounds.) &£ven i CS& could obtain
these terminal rights for scheduled services, italy, although s member
with Czechoslovalria of the Imtermetional Civil Aviation Organizetion and
thus bourd by the articles of the Chicago Convention, has not adherod
to the International Air Transit Agreoment as have Gzechoslovekia end
Greece,” and therefore is not obligated to zramt cverflight privileges to
foreign eirlines. g

During recent personal visits to Greece, Isrzel and Itely, General
Stanovsky attempted in each country to bresk down resistence to CSAts
Hediterranesn operations, but without success. -Although Israel has not
been asked to collaborste in implementing the US~UK Satellite aviebion
policy, it has in effect done so Dy indiceting thnt it is not ready to
discuss c¢ivil nir matters with Czechoslovakie until after an Israeli~US
alr egreement hes been ceoncluded, negotiations:for which mve not yob
commenced,

C5A has one remaining evenue of approack to tho Eastern Meditérranean
through Belgrade. The presest political tension ketween Czachoslovokia

and Yugoslavia, however, would sppesr io preclude any arrangement of- this
nature, {Secret) :
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